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THE PHENOMENA OF ECONOMIC DYNAMICS 
—DISCUSSION 

J. B. Clark : It is only with reservations that one may 
offer critical comments on a paper by an absent author. 
The abstract which I have read may or may not have 
done full justice to the complete essay. It has doubtless 
been perceived that Professor Pantaleoni speaks of a 
"non-economic zone" within which ethical and political 
forces are in control. Within this zone, however, the 
phenomena of wealth appear, and this according to our 
customary use of terms will suffice to give it an economic 
character. If the political powers were in the fullest pos- 
sible control, as they would be in a completely socialistic 
state, activities of an economic kind would still be in pro- 
gress. They would be dominated indeed, not by compe- 
tition, not by the spontaneous action of private individuals, 
but rather by the conscious action of a government. 
The adjustment of the comparative value of goods and 
of the laborer's returns would not come about, as it 
were, automatically, but all such determinations would 
be affected through the agency of officials. The distinc- 
tion which we perceive is between a competitive zone 
and a non-competitive one, both of which are economic. 

Secondly, the theory of the increasing returns of agri- 
culture in a new country may describe something which 
actually takes place without contradicting the accepted 
theory of diminishing returns from agriculture. Dur- 
ing the interval within which the area of tilled land is 
steadily expanding the methods of tillage may, on the 
average, become less and less intensive. Near the front- 
ier much land is used per unit of labor and of capital; 
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and, as the frontier extends, zone after zone of land used 
in this extensive way is annexed to the central area. 
During this process of extension the actual cost of pro- 
duce in the country as a whole may grow less, in a way 
that is quite in accordance with the law of diminishing 
returns. Other dynamic changes than those just 
mentioned may contribute to the diminution. There is 
nothing in this which contradicts the assertion that on 
any particular piece of land cultivation tends, in time, to 
become more and more intensive, and that the returns 
per unit of labor and capital there employed tend to grow 
smaller. 

Thirdly, in describing as dynamic forces those which 
tend to bring about a state of equilibrium, Professor 
Pantaleoni defines one of two varieties of force to which 
the term dynamic may be applied. The surface of a 
reservoir is now level, though at some earlier time it was 
not so. One set of forces has produced the even surface, 
but there was an earlier time when other forces disturbed 
it. If hereafter a flood should inject a quantity of water 
into the reservoir the surface would again be disturbed, 
though after the flood there would be a new equilibrium 
established. Influences that create the static adjustment 
are of one kind and those which disturb it are of another. 

An essential fact is that the new surface is at a higher 
level than the old one, and, if the flood should be repeat- 
ed, the surface would afterwards stand at a higher level 
still. Something of this sort is continually taking place 
in the course of economic evolution. Under conditions 
of prosperity there is a certain standard of wages, and 
there are forces at work which tend to bring about the 
adjustment of the actual pay of laborers at rates con- 
forming to this normal standard. They tend to bring 
about an equilibrium between whatever tends to raise 
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the rate of pay and whatever tends to lower it. Another 
set of forces tends to destroy this equilibrium and erect 
a new standard of pay. As soon as this is done the 
forces of the first kind impel the actual pay of labor 
toward its new and higher level. An indefinite series of 
such changes would mean a norm of wages perpetually 
rising and actual wages pursuing the rising norm. It is 
the influences that change the norm that would seem to 
be dynamic par excellence. If we change our figure, we 
may liken the advancing standard of wages and the 
pursuing actual rate to a tug attached to its tow. The 
line that holds them together may be elastic and the dis- 
tance between them a variable one. The line is certainly 
one of the causes of the movement of the tow; but the 
primary cause of all is the forward movement of the tug. 
The original dynamic agent is the tug's boiler with its 
furnace. Those forces which cause the standard of pay 
to progress, rather than those which keep the actual 
pay within reach of the standard, would seem to be the 
primary dynamic ones. Inventions, the discovery of new 
ores, the opening of new lands, etc., are not the things 
that bring about an equilibrium. They change the level 
at which thereafter an equilibrium will, by another set 
of forces, be brought about. 

Fourthly, the most available general order of study 
would seem to begin by carrying through a fairly com- 
plete analysis of economic phenomena on the basis of 
competition. Extended studies, both static and dynamic, 
may be made on this assumption. When the complete 
results of competition are known and tabulated, it will 
be possible to study and measure not only those obstruc- 
tions which modify the results of competition, but those 
causes which trench upon the strength and scope of the 
competition itself. It would be like computing the num- 
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ber of horse power generated by an engine on the sup- 
position that the coal in its furnaces is burning freely 
and then making allowance for the fact that the fire is 
at times dampened by water from a leaky boiler. Both 
extensively and intensively political forces may trench 
upon competition. Governments may take over some 
industries altogether, and they may change the character 
of industries which they do not thus assume. The clear- 
est knowledge of the effect of such changes can be 
gained after a preliminary study of a system that is 
wholly competitive. 

In welcome contrast with all questions concerning 
concepts, terminology, and detailed method is the gen- 
eral fact of the enormous gain that is made by introduc- 
ing into economic studies such a systematic and pur- 
poseful study of dynamics as Professor Pantaleoni has 
made. It is of incalculable advantage consciously and 
in a thoroughgoing fashion to isolate the problems of 
rest from the problems of change. In connection with 
the problems of change we shall have before us a study 
which bids fair to occupy the attention of economists for 
an indefinite period. They are problems of causation, 
and the solution of them is the only means of gaining 
an understanding of the present or of making a rational 
forecast of the future. What has brought about some 
fact of common knowledge? Why are prices so 
much higher than they were? Is there a per- 
manent influence tending to make them rise? Are 
there other influences tending to make them fall, 
and if so, which of the two sets of forces will control 
the movement? Questions of this kind and a hundred 
others almost equally vital need to be answered if we 
are destined ever to comprehend the conditions that con- 
trol human well-being. A study engaging the full power 
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of economists and statisticians will end by giving us un- 
questionable laws of economic change. The method of 
study will be realistic and its results will be a knowledge 
of permanent facts. This development will put an end 
to the baseless accusation sometimes heard that economic 
science is dealing with unrealities. The phenomena it 
records will be real and the causes it discovers and veri- 
fies will be equally so. The generalized statements of 
causes which rise to the dignity of permanent laws will 
be facts as truly as any others. Such is beginning to be 
the political economy of the present day, thanks to studies 
of the Laws of Dynamics, of which the paper of Pro- 
fessor Pantaleoni offers a fine illustration. As far as 
possible will all such study be from any discarding of 
deduction, or from any inhibition of the use of reason. 
As far as possible will the results of it be from a blind 
and purposeless jumble of facts. It will be illuminated 
by theory from the first and throughout. It will test 
and verify or reject the theoretical statements that are 
now taking systematic form. The scientists of the future 
will make of the fact-collecting process, to which many 
economists are giving themselves, a means of testing 
theoretical formulas. It is verified law, the systematic 
statement of which is theory, that we shall have as the 
fruit of it, and it will be something as important as it is 
realistic. How much depends on the law of wages, as it 
will be established by the statistician's tests? Nothing 
less than whether the majority of a population will be 
well off or ill off under given conditions. What is 
immediately tested is a bit of theory, but what is actually 
determined is the future of humanity. 

S. N. Patten : The paper of Professor Pantaleoni is 
an earnest attempt to give definiteness to the contrast be- 
tween the static and dynamic, in which I find many valu- 
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able suggestions. I am not however convinced that he 
has solved the difficulties, for it is not easy to separate 
economic problems into two classes for which distinct 
groups of laws may be formulated. I was the first econ- 
omist to use the contrast between the static and dynamic 
and I am also the first to abandon it. My success and 
failure are, I think, typical of what others have done or 
will do, and hence to speak of it may have more value than 
a direct criticism of the plan before us. The reasoning 
of the older economists was based on the thought that 
England was a normal industrial nation and that free 
trade nations were superior to those that adopted protec- 
tion. These premises I rejected, and contended that the 
great protective nations, Germany and America, were 
progressive while England was stationary. To convey 
this thought I introduced the contrast of static and dyna- 
mic, and used it to help make emphatic the backwardness 
of England and the superior energy of Germany and 
America. The thought when presented was novel, but 
the progress of the past twenty years has made it a 
commonplace. No one would now say that England was 
the normal industrial community whose policy should be 
imitated by other nations, and with this change in view- 
point the value of the contrast between static and dynamic 
disappeared. The one normal economy is dynamic. 

Professor Clark has utilized the contrast by giving it 
a new content. With him the static is the natural and 
on that basis he has restated the fundamental doctrines of 
economics in a valuable and original way. But if the 
normal and natural is the static, what is the dynamic? 
On this point Professor Clark has given us many prom- 
ises, but thus far they have been unfulfilled. The objec- 
tion I raise is not as to the value of discussions of static 
economics in the sense of the natural and the normal. 
All economics have been of this class. But there must 
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be a valuable field of inquiry found that is not static 
before the contrast between static and dynamic becomes 
fundamental. 

I do not wish, however, to imply that the introduction 
of the contrast has not yielded important results. We 
can investigate the various kinds of equilibrium earlier 
and more readily than we can the phenomena of a whole 
society. Valuable as this work is, we should remember 
that it is only particular functions or parts that are at 
equilibrium and not a whole nation. There is no such 
thing as static forces or static societies, but there are 
static functions in many if not in all societies. That a 
given part or function is out of equilibrium does not 
imply a static society but only a waste in its forces, while 
an equilibrium means economy. If the population of the 
world should become properly distributed and hence 
static, the world as a whole would not become static but 
more dynamic. So too a right distribution of the world's 
capital would make the world not less but more dynamic. 
If every function of society were at an equilibrium, that 
is, if its forces were so adjusted that there was no waste, 
the whole world would be intensely dynamic and would 
move forward with a vigor that as yet no nation has 
realized. If we keep in mind that static laws relate to 
parts, groups, and functions, while dynamic laws relate 
to social progress, the unity of economic science will be 
seen at a glance. There is no dynamics of functions : 
they are either at equilibrium or out of it. There are 
also no statics of social progress. Societies either pro- 
gress or decay : they do not tend toward a state of stable 
equilibrium. If this be true, the term normal is better 
than static when we are treating of parts, while progress- 
ive is more expressive than dynamics when society as a 
whole is under consideration. Dynamic charges are so 
largely extra-economic in their origin that they cannot be 
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ignored; but when definite economic groups or functions 
are under consideration there is a gain in regarding the 
non-economic as a disturbance that may be ignored. The 
formulation of economic laws demands this, while a state- 
ment of the laws of progress is more effective only when 
the points of the equilibrium are in turn neglected and 
society is viewed as a flow of events rather than as a 
group of stable conditions. 

Frank A. Fetter: The subject that Professor Pan- 
taleoni deals with in this paper is undoubtedly of import- 
ance. The study of it, to be profitable, however, must 
proceed from clear definitions of the terms dynamic and 
static, as used in economics. They are figures of speech 
and may easily lead along mistaken lines of inquiry. I 
shall therefore confine myself largely to the first part of 
the paper which Professor Pantaleoni regards as merely 
introductory and almost self-evident, and in which he 
discusses the nature of dynamics in economic study. 

Apparently three different kinds of contrasts appear 
and reappear kaleidescopically in Professor Pantaleoni's 
discussion. The first is that between different kinds of 
phenomena, static and dynamic phenomena. The second 
is that between different kinds of economic study, static 
and dynamic economics. The third is that between differ- 
ent kinds of societies, static and dynamic societies. Pro- 
fessor Patten has just shown that a fourth contrast is 
possible and that he understands it to be that between 
static and dynamic men. It is evident that no two of 
these concepts have the same content. 

I. The Distinction Between Static and Dynamic 
Phenomena. 
Mainly, Professor Pantaleoni seems to have in mind 
the first of these distinctions. Two or three times he puts 
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it that way as when he speaks of "recent economists 
applying themselves to the distinction between static and 
dynamic phenomena" and when he speaks of the "first 
fruitful use of the distinction between the static and 
dynamic phenomena." But he does not appear to adhere 
consistently to this thought. It is pretty clear that he 
means in these passages just what he has before spoken of 
as dynamic phenomena in general, the static phenomena 
of these passages being what he usually calls dynamic 
phenomena of the first genus, and the dynamic phenomena 
of these passages being what he usually calls dynamic 
phenomena of the second genus. Thus he merges a large 
part of the static phenomena into the first genus of dyna- 
mic phenomena. This wide, inclusive concept of dynamic 
phenomena is made to embrace everything of influence 
upon values and prices, both those phenomena which do 
and those which do not conduce to a return to a position 
of equilibrium. Thus nothing is left in the category of 
static phenomena except the state of equilibrium itself, all 
movement having ceased. 

We may therefore ask: has not Professor Pantaleoni 
shown the bias so common to authors urging attention to 
a somewhat neglected subject? Does he not so define 
the concept of dynamic phenomena as to beg the question 
of their overwhelming importance in economics? They 
are the whole thing, both in price-fixing and in price 
changes, with which economic study is concerned. "A 
static situation" exists only when there is complete equi- 
librium of prices. Dynamic phenomena include every 
act of the market, all transformations which last until they 
have caused positions of equilibrium, all bids and choices, 
all apportioning of personal income to different consump- 
tive purposes, all transactions on the stock market, all 
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acts of production, and all changes of saving into the 
means of production. 

II. The Distinction Between Economic Statics and 

Economic Dynamics. 

Professor Pantaleoni's paper is called, Some Phe- 
nomena of Economic Dynamics. It is an easy and per- 
missible transition of thought from the phenomena to 
the branches of economic study corresponding with the 
classification of the phenomena. In the brief references 
he makes to this subject, Professor Pantaleoni thus 
defines them : "Economic statics will be, then, the study 
of positions of equilibrium. Economic dynamics will be 
instead the study of the movements manifested in posi- 
tions of disequilibrium which conduce toward a return 
to positions of equilibrium." 

Does this not leave the concept of economic statics an 
all but empty one, and the distinction between it and 
economic dynamics all but vain? Economic statics 
is to be taken as the study of positions of equilibrium, 
but the things the economist is interested in, the forces, 
the motives establishing or restoring equilibrium, are to 
belong all to dynamic economics. 

III. The Distinction Between Static and Dynamic 

Societies. 

The preceding distinctions do not coincide with that 
between static and dynamic societies (and correspond- 
ingly that between static and dynamic economics) as 
made familiar to American economists through the writ- 
ings of Professor John B. Clark. Dynamic societies, as 
we understand the term, are those in which Professor 
Pantaleoni's dynamic phenomena of the second genus 
and those of the second species of the first genus are 
appearing. But the first species of dynamic phenomena 
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(those working to restore the usual or normal equilib- 
rium) must be found in the most stationary possible 
type of society. In the most changeless society, there 
must be, among the individuals composing it, motion, 
action, life, adjustment, and effort toward equilibrium; 
and the equilibrium must constantly be disturbed by 
seasonal changes, variations in crops, chance destruction 
by the elements, and fluctuations in personal qualities of 
men. As Professor Clark has just shown, the term static, 
when applied to economics, is suggestive of an imperfect 
analogy. 

Phenomena of motion almost alone concern the econ- 
omist, but shall we therefore call all economics dynamic? 
The term thus would lose most of its significance. The 
contrast of most fundamental importance is that between 
stationary and progressive social organizations. It is 
this that Professor Clark has in mind. His dynamic 
society is not synonomous with Professor Patten's society 
of dynamic men ; dynamic men may or may not be among 
the dynamic elements that at any moment go to make up 
Professor Clark's idea of a dynamic society, in which 
there may be at least four other elements. 

The concept of the economic equilibrium can not be 
made the distinguishing peculiarity of a static society as 
seems to be implied by Professor Pantaleoni. It must be 
thought of as present in all dynamic societies as well. 
Any price, no matter how temporary and unstable, is one 
that for the moment brings into equilibrium the quantities 
bought and sold, produced and wanted at that price. 
Three main types of equilibrium have to be distinguished : 

1. The present market price, the equilibrium of buyers 
and sellers at the moment. 

2. The abstractly conceivable normal market price, 
within a brief period, around which actual prices fluctuate 
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in becoming adjusted to the underlying conditions of the 
period. 

3. The price level at successive periods in long-period 
changes in the whole economic situation. 

All of these have to do with motion and with forces, 
but the first two constitute the problems of static econ- 
omics, and the last constitutes the problem of dynamic 
economics, in the American sense, following Professor 
Clark. 

IV. Pantaleoni's Conception of Free Competition and 
Its Relation to a Static Society. 
In a workable conception of a static society, there must 
be individual activity, forces, and movements. Children 
are born, men grow old, they succeed or fail, advance or 
decline in individual fortune. The essential mark of a 
static society is fixity of general form and of social insti- 
tutions, not crystallized human units. But the word 
static seems easily to suggest stagnation and absence of 
life. Is not even Professor Clark influenced by this idea 
when he pictures a static society as one where the entre- 
preneur's function is nil, where industry having been 
started runs of itself and profits become zero ? Professor 
Pantaleoni seems to go still further with his thought. 
He first says that free competition is an essential condi- 
tion of equilibrium, though this idea fits badly with his 
description of the stationary condition of societies in 
which caste dominates. He reiterates that free compe- 
tition produces equilibrium and monoply must cause a 
lack of equilibrium. Thus competition comes in his 
thought to mean a static society and interference with it a 
dynamic society. Does he not reach the reductio ad 
absurdum when he concludes that free competition implies 
costless transportation and costless interchange of units of 
labor of different qualities, thus making monoply synono- 
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mous with scarcity and with all values, and competition 
synonomous with costlessness and the absence of value? 
After reexamining these definitions, can we believe 
that the field of dynamic economics is so greatly neglected 
as Professor Pantaleoni believes? American economists 
from the time of Carey have naturally thought of change 
and progress as normal, and have protested against the 
assumption of fixity in customs, in social institutions, in 
the land supply, in the labor force, and in the industrial 
processes. They are accustomed to adjusting their 
reasoning on the problems of price to accord with this 
thought of change. In this day of the world economy, 
dynamic influences are more general and far-reaching 
and are profoundly affecting the societies of Europe, and 
the thought of European economists. Viewed in this 
perspective, Professor Pantaleoni's treatment appears to 
American students to be certainly fertile, timely, and 
suggestive, but neither radical nor revolutionary in 
economic theory. 



